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ACCOUNTABLE MANAGEMENT 
EXECUTIVE SUMMARY AND HIGHLIGHTS 


Introduction 


On behalf of all my colleagues in Cabinet who share manage- 
ment responsibilities for different functions of the Government of 
Canada and on behalf of the Treasury Board of Canada which func- 
tions as the principal management arm of government, I am pleased to 
describe for Parliament and for all Canadians a program of significant 
management reform in government. 


Accountable Management describes the Government's re- 
sponse to unprecedented demands placed on its systems of manage- 
ment and control by the growth in government responsibility in recent 
decades. By 1975, this growth reached a point where there was 
serious concern whether Parliament and the Government could cope 
with their responsibilities. This concern was expressed by the 
Auditor General in his 1975 and 1976 Annual Reports to Parliament. 


In recognition of this situation, the Government took imme- 
diate steps at that time toward a program of reform -- a major under- 
taking, given the size and complexity of the federal public enterprise. 
To assist in this process, the Government sought independent, expert 
advice through the appointment in November 1976 of a Royal Commis- 
sion on Financial Management and Accountability (Lambert Commission), 
with Allen T. Lambert as Chairman and Robert Després, J.E. Hodgetts 
and O.G. Stoner as Commissioners. The Commissioners' mandate 
included that they "ensure that their recommendations form a mutually 
compatible management system appropriate to the requirements of 
government". 


The final Report of the Lambert Commission, published in 
March 1979, advocated major reforms in financial and human resource 
management and _ accountability. The Government of Canada has 
systematically reviewed the strengths and weaknesses of its manage- 
ment systems and practices to ensure that management of government 
meets the highest standards attainable for the benefit of all Canadians. 
Major reforms have already been introduced to strengthen management 
of the financial and human resources entrusted to government, to 
make the public service more accountable to government and, in turn, 
to make the Government more accountable for its stewardship to 
Parliament and to the people of Canada. This publication, Accountable 
Management, describes these reforms and addresses issues and con- 
cerns that require further attention, consideration and action. The 
work done to date and the plans for further action support a funda- 
mental requirement -- that Canadians receive full value for their 
money. 


(ii) 


In 1981, the authorized size of the federal public service is 
315,000 person-years and the Government is planning to spend $67.6 
billion on public programs and services. In contrast with the private 
sector, the federal Government manages an extraordinarily complex 
organization engaged in a vast spectrum of activities as diverse as 
defence and foreign affairs, consumer protection, national transporta- 
tion, health care, agricultural development and energy programs. 
The federal enterprise provides employment for many thousands more 
people than even the largest Canadian corporation. Members of the 
public service represent virtually every occupation and are engaged 
in planning, developing and delivering services and programs through- 
out Canada and around the world. This is a substantial enterprise, 
involving large sums of money and large numbers of people. The 
breadth of change that this publication reflects shows that a major 
and concerted effort is being made across government to improve the 
management and control of these financial and human resources held 
in trust by government on behalf of the Canadian people. 


The Final Report of the Lambert Commission concluded that 
there had been a "grave weakening, and in some cases an almost total 
breakdown, in the chain of accountability... of government to Parlia- 
ment and ultimately to the Canadian people." The Commission stressed 
its concern over what it judged to be the absence of an "effective 
early warning system" to alert Parliament and the public to the danger 
of mounting federal deficits. It acknowledged that public demands for 
new and expanded federal services had played an important part both 
in the sharp increase in expenditures that had occurred in the past 
decade and in a decline in commitment to the "old values of prudence, 
economy, and restraint." 


Delegation of substantial responsibility and authority to 
departments had followed the advice of the Glassco Royal Commission 
on Government Organization in 1962 that was interpreted as a call to 


"let the managers manage." The Lambert Commission urged more -- 
managers should be "required to manage" -- and they should be 


obliged to "pay attention to their respective assigned and accepted 
responsibilities, to understand that it does matter." 


Indeed, it does matter. Although much remains to be done 
in continuing the pursuit of excellence in the management of govern- 
ment, the conclusions substantiated by the reforms described here are 
clear: the Government has taken the steps necessary to reaffirm 
control of the public purse and has generated a momentum for continu- 
ing reform in financial and human resource management. Managers 
will be required to manage. Attention will be paid to results. The 
Government will be better able to give Canadians value for their 
money. 


(iii) 


Accountable Management -- Highlights 


The progress that has been achieved toward improved 
management and accountability of Government and within government 
underlines the importance the Government attaches to reforms of the 
kind advocated by the Lambert Commission in its 165 formal recommen- 
dations and numerous proposals. 


Accountable Management discusses government action in 
relation to the Commission's recommendations and proposals under 
seven broad categories: 


1- the concept of a fiscal plan; 


2- a discipline on the resource allocation process related to the 
fiscal plan; 


3- accountability of Government to Parliament; 

4- accountability within government; 

o- accountability and efficiency in the administration of financial 
systems; 

6- accountability and efficiency in human resource management; 
and 

7- a continuing strategy for reform. 


The Government has implemented major recommendations of 
the Lambert Commission that were. based on what the Commissioners 
perceived to be "two pivotal and interdependent proposals". The 
first is the annual submission to Parliament by Government of a 
multi-year Fiscal Plan which the Commission termed an essential starting 
point for achieving sound management within government and exercising 
parliamentary control over the public purse. The Fiscal Plan, publi- 
shed in the October 1980 Budget with the multi-year projections of 
the Government's anticipated revenues and of its expenditures for 
specified functions of government, is described in Section 1 of this 
Report. 


The second pivotal recommendation, currently being imple- 
mented, is a major realignment of responsibilities within government to 
bolster, as the Lambert Commission urged, the capacity of Cabinet to 


(iv) 


impose limits on public sending and to ensure that sound management 
by hundreds of departments and agencies provides full value for 
expenditure of the taxpayer's dollar. The new Policy and Expenditure 
Management System, described in Section 2, is designed to meet the 
Commission's objective to provide ministers collectively with the means 
of establishing limits from the top down and to reduce pressures from 
the bottom for incremental increases in all existing programs and 
other activities. The new system is expected to reflect more clearly 
the Government's priorities through broad allocation of resources to 
functional expenditure "envelopes", to decentralize decision-making 
authority, to increase ministerial direction and control over policy, 
planning and expenditure decisions, and to increase the horizon for 
the planning process to ensure rational accommodation of changes in 
priorities. 


The Lambert Commission concluded that there were evident 
weaknesses in Parliament's ability to exact an accounting from the 
Cabinet as a whole and from individual departments and agencies for 
their conduct of the nation's’ business. Two dimensions were 
identified: 


= the government should provide Parliament with financial and 
program information in a more useful form; and 


= Parliament should improve its capacity to make use of the 
information by revising its procedures and re-allocating its 
use of time. 


Section 3 describes the Government's plan for major reforms in the 
form of the Estimates, of annual reports of departments and agencies, 
and of the Public Accounts. As well, Section 3 sets out other aspects 
of accountability by government to Parliament that are under consider- 
ation and the desirability of Parliament considering reforms of its own 
procedures, particularly at the committee level. 


Another series of reforms relates to accountability within 
government as distinct from government's accountability to Parliament. 
Section 4 describes the Government's progress in reinforcing the 
capacity of ministers collectively to oversee management across govern- 
ment and to provide departments with better means of managing their 
own activities. The major recommendations of the Lambert Commission 
in this regard have been implemented. The Government has required 
that: 


= departments establish multi-year strategic overviews and 
operational plans for review by ministers; 


(v) 


- goals be established for deputy heads and other senior 
managers of departments, with improved means of recognizing 
managerial strengths and weaknesses; 


- systematic initiatives involving internal audit of systems be 
undertaken, with evaluation of the effectiveness of expendi- 
ture programs and other activities; and 


- managerial authority be delegated commensurate with account- 
ability for results. 


These and other innovations are reinforced by a concerted program, 
led by the Office of the Comptroller General, aimed at Improvement in 
Management Practices and Controls, widely known by the acronym, 
IMPAC. 


Improvements made in the management of financial resources 
are described in Section 5. These reforms reflect stronger cash 
management policies, the introduction of cost accounting systems, 
certification of financial managers and further training for program 
managers in modern approaches to financial methods for the public 
sector. 


Section 6 addresses government action in respect of manage- 
ment of human resources. The quality of management within govern- 
ment depends both on suitable systems for financial control and 
accountability and on the prudent management of people, without 
whom public goods and services could not be delivered. A program 
of reform, currently under way, reflects a dedication to improved 
personnel management over the longer term. The joint efforts of the 
Public Service Commission and the Treasury Board are yielding a 
strategy for continuing improvement, some elements of which may 
require changes to the Public Service Employment Act and the Public 
Service Staff Relations Act. Although it will take time to change 
rules set in law, much is now being done to change approaches, 
attitudes and procedures concerning the human resource management 
function so that it gets at least as much managerial attention and skill 
as do programs and finances. Indeed, changes in attitude and 
approach must underpin changes in rules and systems if there is to 
be any lasting improvement. 


The Government believes that an overall approach to person- 
nel management is necessary to give direction to reform in the human 
resource management function. We are working not only to devise 
technical solutions but also to improve the conception of the personnel 
function as a whole. 


(vi) 


Section 7, "A Continuing Strategy for Reform, indicates 
those issues and areas of concern that require further deliberation 
and study. Work is well under way in all these areas, including the 
control and direction of Crown agencies, improvements in the staffing 
function and the question of parliamentary reform. In Section 7, we 
set out the Government's plans for continuing and lasting changes in 
financial and human resource management and accountability that will 
lead to a mutually compatible management system appropriate to the 
requirements of government. 


* KK KK KKK 


Accountable Management describes a program of significant 
reform and what has been accomplished in response to the thoughtful 
and constructive recommendations of the Lambert Commission. This 
report captures the main features of reforms; detailed documentation 
is publicly available on many of the specific measures, as listed in the 
Appendix to this report. Reforms have also taken into account the 
work of the Special Committee on the Review of Personnel Management 
and the Merit Principle (D'Avignon Committee) and the Government 
will continue to draw on the Committee's Report as the process of 
reform continues. 


I remain convinced that no issue is of greater importance in 
government than financial and human resource management reform. 
Indeed, I am privileged to have received a mandate from the Prime 
Minister to co-ordinate the Government's response to the multitude of 
concerns and recommendations that have been put forward. But the 
initial response is only one step in the evolving and complex matter of 
management of government. We must continue, with discipline and 
dedication, to improve management and reduce waste, never losing 
sight of the fact that government is only the trustee of public funds 
and that the public must receive value for money. Parliament and 
Canadians will receive further reports of progress and. of issues 
resolved. 


In carrying out this mandate, I have been particularly 
fortunate in enjoying both the assistance and counsel of Mr. W.A.B. 
Anderson, who has worked directly with me, and the co-operation and 
support of many senior officials, Cabinet colleagues and Members of 
Parliament from all three political parties. Progress could not have 
been made without the strong commitment and co-operation of Ministers, 
supported by able and purposeful senior officials. This Report, 


(vii) 


therefore, owes much to my colleagues, particularly in the central 
agencies of government, and to the skill and dedication of senior 
officials who have responded to the call for innovative improvements 
in management. I know that in our pursuit of excellence in manage- 
ment, this co-operation and support will continue. 


oo ab 


31 March, 1981 The Honourable Donald J. Johnston 
President of the Treasury Board of 


Canada 
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1 
THE FISCAL PLAN 


The foundation of fiscal accountability is the publication of 
a multi-year projection of the Government's plans for expenditures, of 
the revenues anticipated by the Government and of the resulting 
fiscal balance. 


The Government has recognized the view expressed by the 
Lambert Commission that such a fiscal plan can provide Parliament and 
the public with an opportunity to consider the Government's total 
fiscal plans and its underlying priorities. This forecast of revenues, 
expenditures and consequent changes in debt levels will provide 
publicly what the Commission considered to be an essential early 
warning of any important deviations from the Fiscal Plan put forward 
in the previous year. It also establishes projected limits for total 
government expenditures, providing the foundation for the short and 
medium-term planning of departments and agencies, a requirement 
that the Lambert Commission considered the first essential step toward 
establishing sound management across government. 


The Fiscal Plan, made public in the Budget of October 28, 
1980, set out the agreed planning levels for each major category of 
expenditure, or functional "envelope", in a multi-year time horizon. 
In a paper accompanying the Budget, the Government described its 
medium-term economic projections in some detail, including a statement 
of the underlying economic assumptions and a description of the 
expected trends in key economic variables over the medium term. 
These assumptions and variables will, of course, have an important 
influence on actual outcomes as projected in the Fiscal Plan. Because 
it is virtually impossible to control complex economic variables with 
precision in the face of an ever-changing environment, it is necessary 
that the Government strike a difficult balance in planning the level of 
program expenditures. 


Expenditure ceilings for different programs are an essential 
discipline for planning and managing government activities. At the 
same time, however, planned expenditure levels must not be so rigid 
as to require large and arbitrary changes in the structure of spending 
programs to offset changes in spending resulting from changes in the 
economic situation. The Government has, therefore, used a method of 
costing out the range of expenditure anticipated for different pro- 
grams, based on current economic assumptions. Many major programs 
have fixed costs that are highly vulnerable to external events. This 
situation will force adjustments to the Fiscal Plan over time and will 
require continued effort to control expenditures. In addition to 
economic projections and expenditure planning levels for current and 
planned programs and activities, the Fiscal Plan includes projections 
of the level of revenue expected under the current tax structure over 
the medium term, along with projections of the resulting fiscal bal- 
ance. 


With the exception that the current Fiscal Plan embraces 
four years, rather than five as advocated by the Lambert Commission, 
it responds fully to the Commission's recommendations regarding 
disciplined planning of expenditures, both in total and by envelopes. 
The Government does not intend to publish the firm, three-year 
budgetary ceilings for departments and agencies as recommended by 
the Commission. To do so would reduce flexibility in reallocating 
resources between the programs of departments, and would diminish 
pressure to restrain expenditures within envelope limits. Departmental 
awareness of planned envelope ceilings, however, facilitates depart- 
mental planning of expenditures and encourages evaluation of existing 
programs and priorities. The Government does not reject clear, 
multi-year fiscal planning as proposed by the Commission; rather, as 
a minimum, expenditure limits for functional envelopes need to be 
projected for several years if the disciplined planning advocated by 
the Commission is to be achieved. It is only the excessive rigidity of 
firm departmental ceilings, within envelopes, that is inappropriate. 
The projected limits for envelope ceilings will be subject to adjustment 
as a result of exceptional circumstances or changes in Government 
priorities. Departmental expenditures, which will be projected as 
part of normal planning, will be subject to annual adjustment as a 
matter of course. 


In summary, the current Fiscal Plan has required the 
Government to identify its priorities within the framework of overall 
restraint. It has permitted the delegation of responsibility for program 
decisions to Policy Committees of the Cabinet. It has provided a 
framework within which departments will be required to develop 
medium-term plans and increase the efficiency of their operations and 
a framework within which choices can be made between cash outlays 
and tax expenditures. Throughout the decision-making system, the 
Fiscal Plan has created a pressure to find ways of saving money in 
existing programs in order to finance new, high-priority activities. 


The introduction of the Fiscal Plan, along with initiation of 
an improved process of departmental and agency planning, should, in 
the words of the Lambert Commission Report, "go a long way toward 
restoring to Parliament its rights with respect to the public purse, 
creating an atmosphere of accountability in the federal government, 
and improving relations with other levels of government. Finally, it 
should contribute greatly to restoring public confidence in the mana- 
gement of government". 


2 
THE POLICY AND EXPENDITURE MANAGEMENT SYSTEM 


The Government has developed a Policy and Expenditure 
Management System incorporating the features of the approach 
advocated by the Lambert Commission. It will undertake expenditure 
planning on a top-down basis, employing the functional envelopes 
described as part of the Fiscal Plan. The system has been designed 
Oe 


= achieve closer integration of the Government's priority 
setting, policy development and expenditure management 
decision-making processes; 


= decentralize decision-making authority, in recognition of the 
increasing range and complexity of government responsibi- 
lities and the interrelated policies and programs designed to 
discharge them; 


= increase ministerial direction and control over the policy, 
planning and expenditure decisions of the government; and 


= provide adequate time for the planning process, so that 
Ministers can review existing policies and programs and 
bring about desirable changes in the use of resources to 
reflect changing priorities of the Government. 


The system is based on the multi-year Fiscal Plan. Given 
overall Government priorities, fiscal policy considerations, the costs 
of existing and planned policies and programs, and plans of sectoral 
Policy Committees of the Cabinet, expenditure envelopes are set for 
each policy sector, and departmental planning figures are established 
for the initial years. 


A second key instrument of the system is the establishment 
by each department of a Strategic Overview. This Overview is 
designed to provide an overall multi-year perspective and annual 
focus to the strategic planning process so that ministers can relate 
departmental plans to government policy priorities and the overall 
expenditure framework. In response to planning guidelines from the 
appropriate Policy Committee of the Cabinet, all departments develop a 
Strategic Overview annually. The review of this document by the 
appropriate Policy Committee is intended to result in confirmation of, 
or modification to, the department's objectives, general policy direction 
and strategies. It may also result in approval of some specific 
changes in policies and programs or directions for further development 
of alternative changes for consideration by the Committee. 


The form and content of the Strategic Overview vary accord- 
ing to the nature of departmental activities; however, the Overview 
includes: 


- a review of the objectives of the department in light of the 
overall and relevant sectoral priorities of the Government, 
including necessary changes to objectives; 


- a review of alternative strategies for pursuing objectives, 
identifying associated costs, benefits and other issues; 


= a description of proposed changes to currently approved 
policies and programs in relation to the department's object- 
ives and strategies (for example, such policy and program 
changes include new programs or program enrichment, as 
well as elimination or reduction of service, benefits or 
activity in existing programs); and 


= a summary of the findings of program evaluations and the 
changes proposed as a result of these findings. 


A third instrument, critical to the system, is the develop- 
ment by each department of a Multi-year Operational Plan. Depart- 
mental operational planning involves developing program plans and 
assigning resources to carry out the strategies, policies and programs 
developed and approved in the strategic planning process. In its 
most detailed stage, operational planning specifies the results anti- 
cipated, the goals to be achieved and the associated costs. The 
Multi-year Operational Plans constitute a major instrument for moni- 
toring and controlling the allocation of resources within the planning 
framework. As such, they are continually updated to reflect policy 
and program decisions taken since the last regular review of opera- 
tional plans. The current details of the plans may be required at 
any time as input to resource allocation decisions. 


The Multi-year Operational Plans include the following types 
of information: 


- long-range objectives and strategies that the department is 
pursuing; 


- the manner in which the department is pursuing its long- 
range objectives and strategies through its programs, 
activities and projects, defined so as to make it possible to 
identify clearly: 


= how each program and activity contributes to the 
objectives of the department, 


= the benefits and results (quantified, where possible, 
and related to resource inputs) anticipated for each 
program and activity for each year over the planning 
period, 


= the manner in which the efficiency and effectiveness of 
programs and activities can and will be evaluated as 
part of the department's program evaluation plan; and 


= historical and projected future trends of the level of 
demand for program benefits or services and the 
associated costs. 


Departmental Multi-year Operational Plans, extended to 
cover a new planning year, are submitted annually at the end of 
March to Treasury Board for review and to the appropriate Policy 
Committees for information. They are continually updated to reflect 
program or policy changes approved by Cabinet Committees or adjust- 
ments in requirements approved by the Treasury Board. An updated 
plan accompanies departmental Main Estimates submitted in October. 


A Budget-year Operational Plan, prepared each October, 
comprises the first year (the coming year) of the Multi-year Opera- 
tional Plan. It sets out, more specifically than in the Multi-year 
Operational Plan, the key operational goals or targets to be realized 
and the associated resource requirements in the year for which the 
Estimates are being prepared. Where possible, these short-term goals 
are related to measurable end-results. 


The Budget-year Operational Plan will be structured in a 
manner that establishes the relationship between the Estimates to be 
presented to Parliament and the department's management structure. 
It will facilitate the assessment of departmental performance and will 
establish the basis for managerial accountability as well as management 
control. This plan forms the overall framework within which depart- 
ments, subject to approval of the Estimates, formulate more detailed 
work plans on a responsibility basis, prepare budgets and manage 
their operations. 


Each department also prepares an evaluation plan for its 
programs to accompany the submission in March of the Multi-year 
Operational Plan and Strategic Overview. This plan indicates, on an 
annual basis, the proposed timing of evaluations of departmental 
programs amenable to evaluation. A more detailed, annual evaluation 
plan is submitted with the Budget-year Operational Plan, specifying 
the schedule for evaluating program components during the coming 
year. 


Adopting the Policy and Expenditure Management System 
has involved assigning responsibilities to departments and to central 
agencies along lines recommended by the Lambert Commission: 


- The Cabinet Committee on Priorities and Planning, and 
ultimately Cabinet itself, is responsible for decisions on 
expenditure plans published in the Fiscal Plan. It focuses 
on the operation of the overall system, on overall Govern- 
ment priorities, and on policy issues that cut across expen- 
diture envelopes. 


= The Minister of Finance provides the Cabinet Committee on 
Priorities and Planning with the primary advice on total 
expenditure and, in consultation with the President of the 
Treasury Board, on total allocations of resources to 
envelopes. 


- Treasury Board reviews departmental plans to determine the 
financial requirements to achieve program objectives. 


= Evaluations of programs, regularly undertaken by depart- 
ments, are reviewed as necessary by Policy Committees of 
Cabinet and the Treasury Board, with the technical support 
of the Office of the Comptroller General. 


The role of Policy Committees of the Cabinet - Social Development 
Policy, Economic Development Policy, Foreign and Defence Policy, and 
on Government Operations - has been strengthened, in elaboration of 
the advice of the Lambert Commission. 


Policy Committees are responsible for sectoral strategies for 
policy and program development within the multi-year resource 
envelopes established in the Fiscal Plan and in light of Government 
. priorities and directions from the Priorities and Planning Committee. 
This responsibility includes guidance to departments and agencies for 
the continuing development of strategic plans. Policy Committees are 
then responsible for the policy and program decisions that will deter- 
mine the allocation of available financial resources among the various 
programs Within their policy areas. This responsibility includes 
making decisions on introducing new programs and changes, both 
increases and decreases, to the levels of activity, service or benefits 
of existing programs. Two of the Policy Committees - Economic 
Development and Social Development - are supported by Ministries of 
State, managed by deputy heads under the direction of their ministers 
who chair the respective Policy Committees. 


Multi-Year Projections of the Cost of New Legislation 


Treasury Board strongly supports the concept of requiring 
multi-year projections of the cost of new legislation and will urge 
departments sponsoring new legislation to provide such projections to 
parliamentary committees when such bills are under review. An 
appropriate procedure will be developed to ensure that cost forecasts 
issued by departments have received prior scrutiny by Treasury 
Board. 


3 
ACCOUNTABILITY TO PARLIAMENT 


Of the two dimensions of accountability to Parliament - the 
provision by the Government of more useful information to Parliament, 
and parliamentary reform to exact greater accountability from the 
Government - the first is well advanced by the publication of the 
Fiscal Plan and the development of a new form of the Estimates. 


Reporting to Parliament 


A major reform is the provision to Parliament of more infor- 
mative expenditure Estimates. The Government intends to follow 
reform of the Estimates with improvements to the annual reports of 
departments and agencies and to the form of the Public Accounts. 
The objectives are to provide more meaningful information in the 
Estimates regarding the Government's expenditure programs, to identify 
in annual reports of departments and agencies progress in attaining 
objectives expressed in the Estimates, and to disclose in the Public 
Accounts, in a manner that can be readily compared with the Estimates 
and the annual reports, exact financial information on actual expendi- 
ture of the funds voted by Parliament. 


A start has been made toward implementing these improve- 
ments, through a Reporting to Parliament Project led by the Treasury 
Board through the Office of the Comptroller General. The first step 
was the introduction, with the Estimates for fiscal 1981-82, of informa- 
tion to be assembled on three levels. 


Part I, the first level, is a one volume document entitled 
Government Expenditure Plan. The essential purpose of this document 
is to provide an overview of total government expenditure plans and 
various analyses to encourage a comprehensive understanding of 
aggregate government expenditures. The information describes the 
overall expenditure directions of the government and, therefore, 
provides a context within which more detailed consideration of the 
Estimates of individual departments may be conducted. The Govern- 
ment Expenditure Plan includes: 


= the Multi-year Expenditure Plan in total and by broad 
purpose or envelope; 


à an expansion of the Expenditure Plan for each envelope, 
including 


- a description of the purpose of the expenditure within 
the envelope, 


- a discussion of the objectives and initiatives of the 
envelope over the planning period, and 


- a discussion of the major programs included in the 
Estimates ; 


- the Estimates in summary, including 


- the expenditure framework which will situate’ the 
Estimates within the overall expenditure plan of the 
government, and 


= a discussion of the Estimates in total and by type of 
authority (that is, budgetary, loans, investments and 
advances); and 


- supplementary analyses on a government-wide basis, as 
appropriate. 


Part II, Appropriations, will be a single volume revision of 
the current "Blue Book" of Estimates as tabled annually by the Presi- 
dent of the Treasury Board. It will support the Government's request 
to Parliament for spending authority and will contain the information 
considered essential to the supply process. As well, this document 
will expand on the overview of the Estimates contained in the Govern- 
ment Expenditure Plan by providing information on each ministry and 
program. This display will establish the framework within which 
further detail will be provided in the Program Expenditure Plans. 


Part III, Program Expenditure Plans, now under develop- 
ment, will be multiple volumes providing details of the programs and 


activities displayed in the Estimates. The information contained in 
these documents will indicate how the department and program contri- 
bute to the overall objectives of the Government, justify the resources 
requested, and show what the department expects to achieve with 
those resources. Where possible, goals will be related to measurable 
end results. The Program Expenditure Plan will also describe the 
manner in which the department is organized to achieve intended 
results. Each ministry presentation will be displayed on a program 
basis, organized as follows for each program expenditure plan: 


Program Overview: concentrating on objectives, plans and 
program effectiveness and efficiency. 


Analysis by Activity: focusing on financial requirements 
and expected performance to justify resources requested. 


Supplementary Information: providing analyses of objects 
of expenditure and person-years and additional information 


relating to selective aspects of the Estimates. 


The Reporting to Parliament Project is to be implemented 
over four years. In addition to the Government Expenditure Plan and 
Appropriations, model Program Expenditure Plans will be available 
during 1980-81 for five departments. Selected departments will be 
added to the initial five over the three following years, until all are 
included. Development of a revised approach to departmental annual 
reports and the Public Accounts, to conform to the new form of the 
Estimates, is also under way. Given the length of time between 
developing the Program Expenditure Plans and collating the information 
flowing from their implementation, the Government intends to develop 
model Public Accounts one year after introducing the new form of the 
Estimates. 


Vote-netting 


Vote netting is the practice by which revenue from the sale 
by the Government of goods or services to the general public is 
offset against the related expenditures and Parliament votes the net 
expenditures after the offset. This practice has long been the subject 
of differing views since the study of the Lambert Commission, which 
opposed it, and an earlier Royal Commission Report, the Glassco 
study, which supported the practice. Treasury Board, through the 
Office of the Comptroller General, has assessed the arguments for and 
against the practice and has concluded that it is a useful, and possibly 
essential, financing mechanism when applied in accordance with defined 
criteria. 


Co-operation with Provinces 


In a continuing effort to improve the information Parliament 
receives, the Government, through the Office of the Comptroller 
General, is examining alternative means of determining the accounting 
and reporting standards to be followed in the presentation of financial 
information to Parliament by the federal government. This includes 
consultation with the Canadian Institute of Chartered Accountants 
(CICA) which has recently demonstrated an interest in government 
reporting. Through its own direct relations with provincial counter- 
parts and through the CICA, the Comptroller General is able to 
contact provincial officials and exchange views. | 
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4 
ACCOUNTABILITY WITHIN GOVERNMENT 


To enhance accountability to Parliament, the Government 
must ensure that there is sound management and strict accountability 
within government - both within departments and to the ministers 
held to account by Parliament. 


The Strategic Overviews and Operational Plans described as 
part of the Policy and Expenditure Management System are keys to 
accountability within government. It is insufficient, however, merely 
to have such plans; they must be part of a management control system 
that is the basis for subsequent accountability. As recommended by 
the Lambert Commission, overviews and plans form part of an overall 
system of management with interacting components. These include 
budgetary controls, appropriate organization of departments to identify 
the responsibilities of managers, appropriate means of holding managers 
accountable, giving them adequate flexibility to achieve the results 
that are expected, and rigorous, systematic review of ongoing activities 
through internal auditing and program evaluation. 


Departmental Planning and Budget Control 


Operational plans, once approved by ministers, constitute 
clear control and direction in the form of goals and budget ceilings, 
and departments are then held accountable for achieving their goals 
within the budget ceilings. In this regard, the Government's objective 
is to hold departments accountable for achieving their goals with 
minimal central agency direction on the detailed means of doing so. 
Internally, departments are required to develop shorter-term operation- 
al work programs to facilitate planning and monitoring of managerial 
efforts at all levels in order to attain defined objectives during the 
budget year. This entails establishing clear, annual objectives for all 
managers, developed within the constraints of the financial and human 
resources at the managers' disposal and subject to any other legal or 
policy requirements of the Government. Financial and accounting 
systems to support this regime are discussed further in Section 5, 
Accountable Financial Management. 


Improvement in Management Practices and Controls 


The Treasury Board, through the Office of the Comptroller 
General, has developed a program to work with departments to improve 
management practices and controls (IMPAC). Through their partner- 
ship in IMPAC action-plans, departments and the Office of the 
Comptroller General are developing the capacities required in depart- 
ments to implement the new framework for responsible management. 
Thus, the action-plans include changes that will ensure that depart- 
ments have a fully integrated planning process from strategic objec- 
tives to work-plans, that the products of the planning process form 
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the basis for resource requests, that approved plans and resource 
levels are used to establish effective controls over operations, and 
that adequate, independent checks on efficiency and effectiveness are 
part of normal departmental management. The success of IMPAC is 
essential in preparing departments to participate in the new expendi- 
ture management system. 


Departmental Performance Review 


The Treasury Board recognizes the desirability of having a 
system of cyclical departmental performance reviews and intends to 
modify progressively its information systems and procedures to facilitate 
such an approach. In particular, the implementation of the Operational 
Plan to replace departmental Program Forecasts as part of the new 
Policy and Expenditure Management System is being designed with 
this in mind. It will provide an important source for organizing the 
kind of information Treasury Board will need to permit ministers to 
give approval in principle to departmental plans on a multi-year 
basis, to identify specific results to be achieved and to engage in 
after-the-fact reviews of performance. This and other instruments 
will take time to refine; audits and evaluations, planned under guide- 
lines from the Comptroller General, will have to be scheduled to 
reinforce this important innovation. 


Program Evaluation 


As noted in the description of the Policy and Expenditure 
Management System, provisions have been made for evaluating all 
departmental programs that are amenable to evaluation, according to a 
detailed, annual evaluation plan submitted by departments, specifying 
a schedule of evaluation as part of the department's Operational Plan. 
The Government agrees with the recommendation of the Lambert 
Commission that ministers collectively should require an evaluation of 
specific programs that they may wish reviewed. 


There has been substantial progress in developing policies 
and building a capacity to conduct program evaluations. The Govern- 
ment expectations for conducting and using evaluations within depart- 
ments are being spelled out in a Treasury Board Guide on Program 
Evaluation which is in the final stages of production. 


The capacity of departments to conduct program evaluations 
has grown substantially. Where required, appropriate staff groups 
and, in certain cases, re-directed resources are being provided to 
undertake the necessary development activities. The Program Evalua- 
tion Branch of the Office of the Comptroller General supports individ- 
ual departments in establishing the program evaluation function by 
providing educational seminars and specialized advice and, particularly, 
by assigning liaison officers to departments to provide advice and 
assistance. Through these initiatives and those of individual depart- 
ments, twelve departments now have the basic capacity to conduct 
quality program evaluations, and it is expected that this number will 
grow to more than 20 by mid-1981. 
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The role in evaluation of the Treasury Board, through the 
Office of the Comptroller General, is to provide policy direction and 
standards for departments and to monitor their evaluation activities. 
These primary responsibilities would be impaired if the Office of the 
Comptroller General were also to have a direct responsibility for the 
evaluation of departmental programs as advocated by the Lambert 
Commission. If the Treasury Board or a Policy Committee of Cabinet 
deems an evaluation necessary, such an evaluation should ordinarily 
be conducted by the department concerned. The Office of the 
Comptroller General can assist in initiating the evaluation, preparing 
terms of reference, and monitoring the conduct of the evaluation to 
enhance both the objectivity and quality of the resulting study. 
When an evaluation requested by ministers would involve the programs 
of several departments, the Office of the Comptroller General would 
co-ordinate individual departmental activities. 


It is intended that Treasury Board and other Cabinet 
Committee requirements for evaluations will be incorporated into the 
departmental program evaluation plans. 


Internal Audit 


Treasury Board, through the Office of the Comptroller 
General, has developed new, more comprehensive audit standards 
which, when approved, will expand the scope of internal auditing 
beyond the traditional financial functions. These standards specify 
that the scope of internal audit shall encompass the systematic review 
and appraisal of all departmental operations for purposes of advising 
departmental management on the efficiency, economy and effectiveness 
of internal management policies, practices and controls. 


All major departments have established, or are establishing, 
a comprehensive approach to internal auditing. The Office of the 
Comptroller General is responsible for monitoring the internal audit 
function in departments and will review audit programs and reports 
during its reviews of the operations of departmental internal audit 
units. 


The audit policy is that there should be audit committees in 
departments and, to date, some twenty-five departments have establi- 
shed audit committees. The Comptroller General is reviewing the 
question of participation in audit committees by private sector repre- 
sentatives, as recommended by the Lambert Commission. 


The Office of the Comptroller General is responsible for 
providing policy direction and for monitoring departmental internal 
audit activities on behalf of the Treasury Board. These primary 
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responsibilities would be impaired if the Office were to assume the 
direct auditing role of the Audit Services Bureau, which the Royal 
Commission suggested be disbanded and dispersed to departments and 
the Comptroller General. In addition, there is a continuing need for 
the services provided by the Bureau, not only for the audit of small 
departments but also for a service which operates across the country 
and, in particular, for the highly specialized services in auditing 
contractors’ records and federal provincial agreements. 


Organization of Departments 


The Government believes that it is highly desirable for 
departments to be organized in responsibility centres directly related 
to programs, activities and sub-activities that can be identified with 
particular resources and, wherever possible, with specific measurable 
outputs associated with the deployment of resources. It is by delinea- 
ting such responsibilities and placing them under the control of 
managers that individuals can be held to account for establishing 
plans and results, thereby establishing an unbroken chain of accounta- 
bility. 


Consistent with this approach, the deputy heads have the 
essential discretion to tailor organizational structures to the needs of 
their departments, subject to the requirement that there be a clear 
and balanced assignment of responsibilities. They are also required 
to consider the desirability of having the senior departmental personnel 
officer and the senior financial officer reporting directly to them. 


To encourage further departmental attention to this require- 
ment, the Treasury Board is consolidating various existing guidelines 
into a comprehensive guide on organization and reporting relation- 
ships. The guide will be issued to departments and will reflect the 
recommendations of the Lambert Commission concerning the clear 
assignment of responsibility for program results. 
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s) 
ACCOUNTABLE FINANCIAL MANAGEMENT 


To support the regime of managerial accountability within 
government, the Lambert Commission called for cost-based accounting, 
accounting for non-cash assets, a codification of government accounting 
systems, full departmental accounts systems, and close attention to 
cost-effective management of the Government's cash balances. The 
Government supports the objectives identified by the Commission. 


Cash Management Policy and Practice 


The Government believes that every effort must be made to 
minimize the costs associated with the management of government cash 
balances and the government's use of payment services. The federal 
Government and private corporations both share the objective of 
attempting to manage their cash balances in the most cost-effective 
manner possible. There are a number of important differences between 
government and corporate operations, and conclusions based on 
examination of corporate sector practices will not necessarily apply in 
all cases to the government. Because the size of federal govern- 
ment's operations is significantly greater than that of even the largest 
private corporation, any active short-run manipulation of the Govern- 
ment's cash balances would be likely to cause short-run instability in 
the financial markets without any significant cost savings for the 
Government. As well, cash management objectives of the federal 
Government cannot be treated in isolation from fiscal, monetary, 
exchange and debt management policies, and responsibilities in these 
areas sometimes have to take precedence over normal cash management 
objectives. Also, unlike any other organization in the country, the 
federal Government's cheques are not drawn on a commercial bank but 
on the Receiver General. 


Thus, the Government provides for itself some of the 
services which other organizations receive from their bankers. 
Although these differences between Government and corporate opera- 
tions do have implications for some of the Lambert Commission's advice, 
the Government accepts the spirit of the recommendations. 


A clear definition of the respective roles and responsibilities 
of the various departments involved in cash management helps to meet 
the major objective sought by the Lambert Commission -- that account- 
ability for management of cash balances be clearly assigned. In addi- 
tion, co-ordination of plans and operations is strengthened by well 
developed lines of communication and, when necessary, close working 
relationships among the Department of Finance, the Receiver General 
for Canada, the Treasury Board and the Bank of Canada. 


Overall responsibility for managing the Government's cash 
balances is vested in the Department of Finance and is closely inter- 
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related with management of the public debt. The large size of govern- 
ment payments and receipts and the non-predictable nature of some of 
them require the Government to hold significant cash balances. For 
example, the balances are subject to large swings as a result of 
foreign exchange operations and the unavoidably discontinuous nature 
of government borrowing. Also, sufficient reserve has to be held for 
contingencies and to provide the Government with some flexibility in 
timing its borrowings. Moreover, given that the Government's cash 
balances in excess of $100 million earn interest equal to 90 per cent 
of the Treasury Bill Rate, it is unlikely that any financial gains from 
low operating balances would be great enough to offset the benefits of 
the flexibility allowed by the present arrangements. 


Although the Department of Finance has responsibility for 
cash management policy, the administrative operations of the Consoli- 
dated Revenue Fund have been assigned to the Receiver General; 
there would be no advantage in transferring these operations to the 
Department of Finance as suggested by the Commission. The Depart- 
ment of Finance is primarily a policy department. It is undesirable to 
involve it in detailed administrative operations. Given the size and 
complexity of cash management issues and operations in the Govern- 
ment, some delegation of responsibility is necessary, and specialization 
provides opportunity for more efficient operations. Further, adminis- 
tration of the Consolidated Revenue Fund by the Receiver General 
also strengthens the ability to integrate planning and systems for a 
variety of operations. for which the Receiver General has 
responsibility. 


Over the past seven years, the Receiver General has pro- 
gressively accelerated the movement of funds into interest-earning 
bank accounts to minimize cash in transit. The Receiver General has 
also developed a computerized system to monitor regularly the perform- 
ance of departments in moving receipts into interest-earning accounts, 
and has set standards to indicate where movement of funds should be 
accelerated. Daily deposits are the rule, except for less than half of 
one per cent of the annual cash flow where the cost that would be 
incurred to accelerate transfer of receipts would exceed the interest 
that would be earned by doing so. 


Government practices have, for many years, been in accor- 
dance with the Lambert Commission's view that amounts in excess of 
minimum balances established by contract should earn interest as from 
the following business day. For technical reasons, there is a delay 
of one day before interest occurs, in order to enable the sums recei- 
vable and payable by the Government to be determined for the pur- 
poses of settlement. 


There is no significant cost associated with this practice 
since the interest foregone on receipts is offset by the gain from the 
corresponding delay in the settlement of payments. In other words, 
any interest loss on receipts in transit to the Government is offset by 
interest gains on payments in transit from the Government. 
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Competitive Charges for Banking Services 


Consistent with the objectives defined by the Lambert 
Commission, the Government is actively reviewing with the banks and 
other financial institutions the present arrangements whereby the 
banks provide services to and carry out financial transactions on 
behalf of the Government without charge. Also under review are the 
arrangements for allocating and determining the interest received on 
the Receiver General Balances. This is being done with the view to 
increasing, if possible, the return to the Government on these ba- 
lances. Necessary amendments to the Bank Act have been approved 
by Parliament to allow existing arrangements to be changed, and 
necessary amendments to the Financial Administration Act are under 
preparation. 


Direct Funds Transfer 


The Government is aware of the potential benefits noted by 
the Lambert Commission of direct funds transfer for repetitive 
payments to individuals under appropriate circumstances. Pilot 
systems have been initiated for Guaranteed Student Loans and foreign 
services officers' allowances, and other opportunities are being 
explored. The Bank of Canada has also developed a system for 
Canada Savings Bonds. The Government favours the introduction of 
direct funds transfer when it results in greater efficiency and cost 
savings, but also sees the necessity of considering the implications 
for the other parties involved in transactions. Further, there are 
legal, technical and organizational factors that will have to be worked 
out before a general adoption of this recommendation. 


Accounting Systems 


Within the Office of the Comptroller General, a Systems 
Policy and Standards Directorate is responsible for guiding the 
development, introduction and maintenance of cost-based accounting 
systems in departments. The policy is to provide definitive guidance 
to departments but to stop short of direct control over their systems, 
so that departmental management accountability is not diluted. 


Specific actions taken during 1980 to implement cost-based 
accounting systems include new policies on the use of revolving funds 
and on inter-departmental costing and charging for non-common 
services agencies. : 


As work progresses on reform of the Estimates, the new 
Policy and Expenditure Management System and the improvements 
resulting from the IMPAC plans, the need for cost-based accounting 
systems will become more clearly defined. 


Financial Control -- Non-cash Assets 


The Government agrees that accounting systems in depart- 
ments should incorporate independent financial control over all non- 
cash assets, and particularly over fixed assets and inventories, with 
the reservation that, in some instances, the cost may be excessive. 
While, generally, independent financial control over inventories is a 
desirable practice, there will be some instances where the cost of this 
control over non-financial inventories may be too great for the benefit 
achieved. The tireasury sBoardjieadviseds by athe (Officestofssthe 
Comptroller General, will determine under which circumstances the 
costs of these financial controls would be warranted. 


Financial Personnel 


The recommendations of the Lambert Commission, which 
would have the effect of strengthening the functional relationship 
between the Comptroller General and financial staffs, particularly the 
senior financial officers in departments, have the object of improving 
financial management in the departments. The spirit of the recom- 
mendations is accepted by the Government and much of what was 
suggested specifically is being done, with the qualification that the 
Comptroller General will in no way unduly influence or usurp the 
prerogatives of deputy heads, who are ultimately accountable for 
financial management in their departments. 


Establishing the goals and hence the basis for evaluation of 
the senior financial officers has been accomplished to some extent by 
means of IMPAC reviews which result in a series of improvements in 
financial management. The related plan is approved by both the 
deputy head and the Comptroller General. In the process for selection 
of senior financial officers, the Comptroller General provides one 
member of the board responsible for selecting and recommending an 
appointment. 


With respect to concerns about training, there is now a 
certification process for those who complete a course of studies in 
financial management. A new training program, primarily directed 
toward non-financial managers in departments, is being designed. 


Chief Accountant 


A Deputy Comptroller General, Policy Development, has 
been appointed and assigned the responsibilities suggested by the 
Lambert Commission in its recommendations regarding the role of a 
Chief Accountant for the Government of Canada, although the title, 
Chief Accountant, has not been adopted. 
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6 
ACCOUNTABLE PERSONNEL MANAGEMENT 


More accountability of managers for human resource manage- 
ment can be exacted only if managers are given authority commensu- 
rate with their responsibility to organize and staff their programs. 
The following innovations reflect action taken by the Government to 
ensure a more articulate system of accountability for managers' per- 
sonnel responsibilities. The Government is committed to a program of 
reform covering a broad range of objectives and standards of quality 
in the personnel management function. 


Personnel Authorities 


The Treasury Board has pursued a general practice of full 
delegation of authority to the deputy heads of departments for deci- 
sions on organization and position classification, up to the level just 
below assistant deputy minister or equivalent, and excluding the most 
senior financial and personnel officer positions. The establishment of 
these very senior positions is approved by Treasury Board in the 
interest of preserving a service-wide balance in the number, alloca- 
tion and responsibilities of the most senior executive posts. 


The level of delegation by Treasury Board to departments 
is consistent for organization and classification authority. Some 
differences have occurred with the level at which staffing authority 
has been delegated to departments from the Public Service Commis- 
sion. The situation will change considerably with the creation of the 
new Management Category; it will be possible for a deputy head to 
assign responsibilities within the department without having to seek 
Public Service Commission approval for every transfer at the senior 
management or executive level. Under the new approach, the deputy 
head will have considerably more flexibility to match the talents of the 
management team to particular tasks and responsibilities. 


Further, the Public Service Commission is considering an 
extension of its delegation of staffing authority in respect of some 
appointments at the Senior Management levels. This would be done 
where a department has demonstrated satisfactory performance in the 
management of the staffing function and where appropriate selection 
standards and criteria are in place. 


It is expected that this process will also achieve a signifi- 
cantly higher degree of consistency between staffing and the other 
delegated personnel authorities. It will also aid in a more purposeful 
evaluation of how effectively managers are exercising their responsibi- 
lities for personnel administration. 
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Evaluation of Personnel Administration 


Evaluation of personnel administration at present consists of 
an audit by the Public Service Commission of staffing authority and 
an assessment of the classification system in departments by Treasury 
Board. In addition, Treasury Board carries out annual assessments 
of departmental performance in a number of policy areas such as 
Equal Opportunities for Women, training and development, and staff 
relations. The Public Service Commission also conducts annual assess- 
ments of delegated staffing. 


The Treasury Board and the Public Service Commission 
have continued to explore ways and means of developing a comprehen- 
sive audit/evaluation of personnel management in departments and 
agencies, and a joint policy will be issued in the near future. 


To strengthen the measurement of departmental performance 
in exercising delegated personnel authorities, performance criteria are 
now being built in, on an ongoing basis, to the Government's personnel 
policies. When combined with the Public Service Commission's continu- 
ing evaluation of staffing policies, these performance criteria will add 
up to a "management audit model" and will provide a more extensive 
framework for assessing the quality of departmental personnel adminis- 
tration. . 


Personnel Planning 


In February 1979, a new policy on Personnel Management 
Planning was approved and promulgated in departments and agencies. 
The aim of this policy is to enable managers to take an active role in 
identifying and planning for personnel requirements to meet program 
objectives. It provides a procedural framework for managers to work 
with personnel and financial advisers on implementation plans for 
achieving program and human resource goals in an effective and 
efficient manner, consistent with government policies and priorities. 
To meet the requirements of the policy, departments and agencies 
must determine, at least annually, the personnel management implica- 
tions of their overall objectives and forecast requirements. They are 
asked to develop personnel management plans to identify the principal 
personnel actions required to achieve the desired results and to 
ensure that planning for human resources is an integral part of 
program and financial planning. 


The various policy innovations to achieve more accountabi- 
lity in personnel management demand an increasing emphasis on the 
human resource management function within departments. This em- 
phasis will require the senior personnel officer in each department to 
play a vigorous part in departmental planning and management. It 
has been a policy for some time to encourage the senior personnel 
officer to participate actively in the departmental management team as 
a creative source of advice on the human resource implications of 
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program decisions. Although it is the manager and not the personnel 
specialist who is accountable for human resource management in gene- 
ral, the personnel officer is accountable for advice to managers on a 
range of personnel procedures which, because of the nature and size 
of government, are complex and highly specialized. In the near 
future, Treasury Board will issue a clarification of roles and respons- 
ibilities for personnel management to provide departments with guidance 
to ensure that clear lines of accountability in the personnel function 
are maintained. 


The Management Category 


A significant measure to facilitate the actual deployment and 
development of senior personnel, based on stronger manpower plans, 
is the establishment of a new Management Category. 


In general terms, the creation of the Management Category 
achieves three objectives: 


= it increases managers' sense of identity and reinforces the 
concept of management; 


7 it provides a common and uniform approach to compensation 
for managers, thereby encouraging managers to maximize 
their efficiency and effectiveness; and 


- it fosters the optimal use and development of managerial 
resources by providing greater flexibility to deputy ministers 
to deploy, develop and manage their management teams. 


The new plan for managers represents a culmination of 
several years of joint development work by the Treasury Board and 
the Public Service Commission. To ensure widespread acceptance and 
understanding of the new concept, deputy heads and senior depart- 
mental managers were involved throughout the developmental phase 
and will continue to be involved in the implementation and operational 
phases. 


The new program for the Management Category is described 
in detail in the joint Treasury Board/Public Service Commission publica- 
tion referred to in the Appendix to this report. In Summary, the 
Management Category features: 

= a Uniform Classification System for All Managers; 


= a New Compensation System; 


= a More Flexible Approach to Staffing of Management Posi- 
tions; 
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= a Human Resources Planning System; 
= revised criteria for the selection of Managers; and 


= a Training Program for Managers. 


The current approach of appointment-to-position will be 
replaced by an appointment-to-level approach to provide greater 


flexibility in the staffing process. With appointment-to-position, a 
person cannot be moved between positions at the same level without 
the approval of the Public Service Commission. This has thus resulted 
in several difficulties: 


= deputy heads have not been able to deploy their manage- 
ment personnel quickly to meet changing work requirements; 


= developmental assignments have been limited; 


= administrative delays in filling positions have occurred 
because every move to another position has been considered 
as an appointment. 


Appointment-to-level will minimize the barriers to flexible 
deployment of senior personnel while providing the necessary guidelines 
and safeguards to ensure career progression. As well, central control 
over inter-position movement within departments will be removed, 
giving deputy ministers the flexibility to move people between positions 
regardless of the level of the person in relation to the classification 
level of the new position. 


This means that the deputy head is more clearly responsible 
and accountable for maximizing program efficiency and effectiveness 
by deploying the most suitable management resources to the right 
place at the *rightetimes]iin@iuture the ideputythead shouldisbesable 
to make these work requirement decisions quickly, with a minimum of 
administrative red-tape. 


With appointment-to-level, deputy heads will be able, and 
will be required, to establish purposeful human resource strategies 
for the deployment and development of departmental personnel that 


7 forecast the numbers and types of management skills that 
will be required, 


- anticipate vacancies and developmental requirements, 
> result in plans or programs to meet these requirements, and 


- ensure the development of management staff. 
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The Treasury Board and the Public Service Commission are 
working together to develop a Management Resources Information 
System to make information available on the skills, education and 
experience of members of the Management Category in order to aid 
the human resources planning process and to provide basic information 
to assist in making selection or redeployment decisions. 


The new Management Category has been the subject of long 
and careful planning as a key device for achieving better management 
across the public service. Its basic message is that programs, people 
and funds are to be managed, not merely administered. It offers 
more managerial authority and flexibility to act in return for greater 
accountability for results achieved. 


Training and Development 


The Government believes that training is an essential cost 
of doing business; it is not a frill or an extravagance to be sacrificed 
to the continuing pressures for financial restraint. Further, training 
and development must not be undertaken lavishly for its own sake but 
economically and for the purpose of achieving well defined objectives 
consistent with the real needs of management. 


As part of a program of ongoing attention to the training 
function within government, a new policy was announced by the 
Treasury Board in June 1980 to ensure that this function more clearly 
serves the needs of the public service in times of austerity. 


The full text of this policy is publicly available through 
reference to the Appendix to this report. It affirms the Government's 
intention to ensure that training is provided to employees, where 
necessary or appropriate, in order to meet the following broad objec- 
tives: 


- to maintain a public service of the highest quality with 
individuals who have the personal and professional knowledge 
and skills to develop and implement Government policies and 
programs effectively and efficiently; and 


= to provide for the future needs of the public service for 
qualified employees. 


It is the policy of the Government to train employees to 
carry out their assigned functions effectively and efficiently and in a 
manner that is responsive to the special character and needs of 
Canada and its people. 
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On the basis of Government policy or of operational require- 
ments identified by management in departments and agencies, the 
Government is responsible for providing training for identified opera- 
tional requirements or in respect of service-wide requirements esta- 
blished by the Government. The Government's responsibility, as an 
employer, does not imply that any individual employee has the right 
to training, regardless of the particular circumstances. 


Essential both to developing successful departmental training 
plans and to achieving the Government's overall training objectives 
are: 


L a well-developed and operational employee performance 
appraisal policy, clearly identifying the employee's require- 
ments for training as well as his or her perceived interests 
or needs in the training area (managers will be responsible 
for identifying and justifying the need for such training 
and their own performance appraisal will be based, in part, 
on the manner in which they respond to this requirement) ; 


< a departmental human resources planning capability to 
identify future demand and supply of personnel and future 
training requirements; 


= a capacity to test or assess employees' requirements for 
training, and 


= a departmental capability to evaluate the effectiveness of 
human resource planning in general, and of training policies 
and programs in particular, including adequate records of 
training activities and assessments of the effectiveness of 
training undertaken by employees. 


Each year, departments will be required to prepare an 
overall training plan with an assessment of the department's overall 
training needs, the nature of its proposed activities to meet its training 
needs from its own resources, and a more detailed indication of its 
requirements for service-wide training. 


Departments and agencies are responsible for establishing 
their own policies and procedures to evaluate the effectiveness of 
their programs for human resource management in general and training 
in particular. They are also responsible for arranging regular evalua- 
tion of the results of departmental training programs and for evalua- 
ting the effectiveness of training programs undertaken by their 
employees. Feedback from training programs or courses is essential 
in determining whether they meet the needs of the department and 
the individual. Such feedback is secured by questionnaires or tests 
when training is completed and, where possible, by systematic and 
objective follow-up of the trainee on the job to measure performance 
changes. The Treasury Board will be evaluating the overall success 
of the Government's training policies and programs to ensure that 
training policy objectives are being met. 
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Management Appraisal 


The Government continues to share the belief, emphasized 
by the Lambert Commission, that managers in departments are the key 
factor in effective and efficient delivery of programs. In July 1979, 
a new policy on performance review and employee appraisal was 
approved and promulgated, requiring that deputy heads ensure that 
goals are set for each manager, that goals focus attention on the most 
important problems and priorities in the manager's area of responsibil- 
ity, and that they provide an objective basis for measuring the mana- 
ger's performance. 


Through this new policy, and as part of the new Management 
Category System, managers will be seen to be accountable for planning 
and developing their management team. A major aid in this process 
will be a new method of managerial job description, which will include 
a statement of the areas of accountability assigned to each individual 
manager. It is expected that these refinements to the existing perfor- 
mance review system will be completed by late this year. 


If performance appraisal and accountability are to be 
meaningful, there must be a means of responding to appraisals. Good 
performance will be rewarded, but it is necessary to deal effectively 
with poor performance. The Government believes that there must be 
clear power to remove consistently poor performers, provided that 
management has fulfilled its responsibilities to remedy weaknesses. 
Measures to ensure that this need is met are presently under consider- 
ation by Treasury Board and the Public Service Commission for propo- 
sal to the Government. 
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A CONTINUING STRATEGY FOR REFORM 


This progress report, Accountable Management, is the first 
in a series of reports that the Government intends to make to Parlia- 


ment and Canadians concerning improved management and control 
within government. Major issues have been of continuing importance 
for many years and work directed toward reaching both agreement 
and lasting solutions has been going on in central agencies and in 
departments and agencies across government. 


The Auditor General, the Lambert Commission, the Economic 
Council of Canada, the Business Council on National Issues, the 
D'Avignon Committee, and numerous other groups, organizations and 
individuals both inside and outside government have highlighted 
significant concerns and opportunities concerning improved account- 
ability for the use of public resources. The reforms described in the 
previous sections of this Report constitute major changes and advance- 
ments in the management of government. The Government is continu- 
ing its review of other areas, for example: 


: accountability of Crown agencies including Crown corpora- 
tions; 


- the role of organizations providing common services to 
government; 


- human resource management; 


= appointment, appraisal and accountability of deputy heads 
of departments and agencies; and 


- parhamentary reform, particularly with respect to streaml- 
ining the committee system. 


Accountability of Crown Agencies 


The Lambert Commission advocated significant improvements 
in the framework of management and accountability of Crown agencies, 
described by the Commissioners as "now comprising virtually a second 
public service." Crown agencies include corporations as well as 
groups of a regulatory, granting, deciding and advisory nature. 


The President of the Treasury Board has been given a 
separate mandate by the Prime Minister to review the Government's 
policy governing the functioning of Crown corporations. This is a 
major topic which has been the subject of wide discussion and propos- 
als for change are now being finalized. 
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Appropriate frameworks for other Crown agencies of a 
regulatory, advisory, and adjudicative nature are being reviewed by 
the Privy Council Office. These reviews are addressing the recommen- 
dations of the Economic Council of Canada, the Parliamentary Task 
Force on Regulatory Reform, the Lambert Commission, the Law Reform 
Commission (Working Paper No. 25) on Independent Administrative 
Agencies) and the Standing Joint Committee on Regulations and other 
Statutory Instruments (Fourth Report). 


Common Service Organizations 


The Treasury Board is currently clarifying policies concern- 
ing the provision of common services and the roles of common service 
organizations, central agencies and the departments involved. The 
Government has already approved in principle the concept of revenue 
dependency for Department of Public Works accommodation services, 
subject to assessing that the overall management benefits attributed to 
the concept can be realized. 


Human Resource Management 


Managing human resources within an enterprise employing 
more people than any other single employer in Canada represents a 
major undertaking and it has been the subject of ongoing review in 
an effort to ensure that the public service remains relevant and 
responsive to an ever-changing environment. Treasury Board and 
the Public Service Commission are jointly developing proposed reforms 
for consideration by the Government. These proposals will take into 
account the representations made by staff unions before various 
committees and study groups over the past several years. As well, 
the Treasury Board and the Public Service Commission are actively 
considering measures which would improve the staffing process and, 
at the same time, strike a proper balance between the need for an 
independent guarantee of the merit principle on the one hand and the 
need for managerial accountability on the other. 


Appointment, Appraisal and Accountability of Deputy Heads 


Recognizing the importance of the deputy head's management 
role, the Government is taking steps to develop a more formal proce- 
dure for setting both individual and departmental goals, reviewing 
performance and determining accountability. 


Parliamentary Reform 


À question of major significance to all Members of Parliament 
and students of government is that of parliamentary reform. Consider- 
ation of this concern, in terms of both the Lambert recommendations 
and other recent proposals, belongs appropriately to all Members. 
The Government hopes there will be an opportunity in the coming 
months for Members to address these questions. 
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These continuing initiatives are evidence of the serious and 
ongoing commitment on the part of the Government to improve manage- 
ment and control of financial and human resources across government 
for the benefit of all Canadians. As action continues and issues are 
resolved, Parliament and the Canadian people can expect further 
reports of progress in achieving more accountable management in the 
Government of Canada. 
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Appendix 


SOURCES FOR OTHER PUBLICATIONS 
ON SPECIFIC REFORM MEASURES 


Policy and Expenditure Management System: 


Guide to the Policy and Expenditure Management System", 1980 


Distribution Centre 
Treasury Board of Canada 
Place Bell Canada 

160 Elgin Street 

Ottawa KIA OR5 


LA 


Fiscal Plan: 


"The Budget'', October 28, 1980 and "The Medium Term Prospects for the 
Canadian Economy 1980-1985", October 28, 1980 


Department of Finance 

Printing Production & Distribution 
Place Bell Canada 

160 Elgin Street 

Ottawa KIA OA6 


Reform of the Estimates: 


News Release of February 25,1981 and " News Kit" 


Distribution Centre 
Treasury Board of Canada 
Place Bell Canada 

160 Elgin Street 

Ottawa KIA OR5 


Management Category: 
"The New Management Category - What it Means to You", September, 1980 


Management Category Conversion 
19th Floor, West Tower 
L'Esplanade Laurier 

300 Laurier Avenue West 
Ottawa, Ontario 

K1A OM7 


Training Policy: 


News Release 80-51 of September 12, 1980 on "Highlights of New Staff 
Training Policy" 


Distribution Centre 
Treasury Board of Canada 
Place Bell Canada 

160 Elgin Street 

Ottawa KIA OR5 


‘Revenue Dependency - Accommodation Program: 


"Revenue Dependency Announcement", March, 1981 


Public Works Canada 
Information Services 

Office C-212 

Sir Charles Tupper Building 
Riverside Drive 

Ottawa KIA OM2 
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